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1. BACKGROUND
The Ministry of Defence (MOD) is a department of the British Government which is responsible for defence and the protection of the United Kingdom and its overseas territories, security its interests by providing support to civil emergencies in time of need, strategic intelligence, nuclear deterrence whilst ensuring that its forces are correctly equipped, supported and trained. This body comprises of the three-armed services namely the British Army, the Royal Airforce and the Royal Navy.  One of the leaders in public procurement within Europe they support the armed forces whilst ensuring value for money with world class solutions for delivering defence.
The MOD covers a vast range of procurement solution which includes the equipment and its support i.e: submarines, weapons, vehicles or infrastructure construction or management, even technological products and software.
2. MOD SUPPLY CHAIN
With a very active set of military services which is deployed on operations across the globe like South Sudan, Afghanistan, Kenya, Cyprus and Canada to name a few, the MOD requires stock for immediate and potential use. The MOD must be very flexible with the commodities that it supplies to keep its forces, delivering the correct equipment and support with the changing environment and threats from across the globe but simultaneously not holding excessive or obsolete stock. This means that the MOD is almost torn between being lean and agile by trying to save money, reducing inventory and preventing waste but also delivering value to its customers, being ready to respond rapid to change to unpredictable demands and ready for changes.  With A very large supply chain inventory footprint which must cater for the British Army, the Royal Airforce and the Royal Navy, with over 710 million items across 900,00 different types of inventory. Led by the Defence Equipment and Support Agency (DE&S) which are responsible for the overall purchase, trading and inventory management. With around £178 billion committed for spending on defence equipment and support from the 2015 Strategic Defence and Security review (SDSR) the MOD placed itself in the top five biggest defence budgets in the world. 
3. NON-ADOPTERS
As named as people who had not adopted the lean supply chain practices by “VitaseKK, Manrodt KB and Abbot J, (2005), What makes a LEAN Supply Chain? Supply Chain Management Review Vol 9 Issue 7, pp39-40.” The MOD supply chain has had a rough patch. A system which was very flawed by holding large quantities of stock for supplies and spares than its customers uses. The MOD faced a lot of problems and pressure with its inventory management practices as there was no proper visibility of stock. With a priority of being more effective rather than efficient the supply chain failed to recognise that they were overstocking. The use of failed processes to predict or capture trends which allows the company with the data needed for predicting future stock and obsolete items. If we go back just 6 years ago to the year 2012 the National Audit Office laid out the statistics found at table 1.0 in its report called “Managing the defence inventory.”
Table 1.0
	Figure
	Remarks

	£16.8 Billion
	The net Value of the inventory (supplies and spares) after depreciation at December 2011

	710 million
	Items of inventory held by the department, as examined by the Nation Audit Office

	900,000
	Different types of inventory were held by the Department, as examined by the National Audit Office

	£4.2 Billion
	Is the gross Value of inventory held, which has had no demand in the last two years

	£277 Million
	Cost to hold and manage inventory items centrally held in 2010-11, estimated by the National Audit Office

	£1.4 Billion
	Is the gross value of inventory the Department identified for disposal between 2010 and 2011 (excluding VAT)



The MOD also faced a problem with the IT Systems used by the different services where a different Inventory management system was used by the Army, the Airforce and the Navy which created a delay in the response to demands by depot. 
On 4th February 2013 the House of Commons Committee of Public Accounts released the Thirty-Second report of session 2012-13 which detailed the failing in the Management of the defence inventory. It marked out some of these key failings:
· There was a significant wasting of public funds on overstocking.
· Ineffective accountability for those responsible for ordering, retaining and disposing of inventory.
· Lack of investment in IT limiting departments visibility of the problem and ability to manage inventory.
· Non-explosive depots were at a capacity of 80-90%.
· Department holding stock which was no longer required.
[bookmark: _GoBack] After a wealth of critical reports from the National audit office and Defence Select committee and the need for improvement the Ministry of Defence realised its fallings and invested in better IT and inventory management systems to receive clearer visibility of stock and capture demands from the armed services which it supplies. There we saw upgrades to existing systems and introductions to new technologies and the tri-service rolling out of new systems such as the Management of the Joint Deployed Inventory (MJDI), Joint Asset Management System (JAMES), The Base Inventory and Warehouse Management System (BIWMS) and the Joint Demand Tracking System (JDTS). This was intended to adapt a lean supply chain by reducing cost and inventory holding. 
4. A LEAN SUPPLY CHAIN
In the Ministry of Defence Annual Report 2013-14 it displayed and laid out the massive improvements that it achieved, and we can see the supply chain started conforming to some of the lean practices by eliminating waste. The MOD pledged to try to reduce inventory purchasing of £561 million and a reduction in Inventory holding Gross Book value of £9.5 billion from £40.3 billion to a strategic target of £30.8 billion by 31st March 2016. By the close of financial year 2014-15 the MOD had reduced its Gross Book Value of Defence Inventory to £31.6 billion, £0.08 billion short of its target for 2016 representing a £8.7 billion reduction against the 31st March 2012 baseline.
In 2014 the MOD made a strategic decision to outsource Military Logistics. An announcement was made on 24 March 2015 by the Ministry of Defence and Mr Phillip Dunne MP that intended to sign a 13-year logistics programme contract with Leidos. The company would be tasked with the running and improvement of efficiency in warehousing procurement and stock control of food, clothing, general and medical supplies, storage and distribution.  A decision that would save the MOD millions of pounds. This contract was part of a transformation of the MOD’s Logistics Commodities and Services also known as LCS(T) which is aiming to provide the best value for money for the taxpayers of the United Kingdom. Team Leidos after receiving the contract pledged the following in a statement on their website: “Team Leidos will work with the MOD to modernise and transform the LCS organisation into a streamlined, end-to-end commodity support chain able to meet the Operational Commanders' requirements at the point of need. In making available comprehensive, meaningful and immediate management information, all stakeholders will be able to make informed decisions that will drive improvements in the support chain.
Our near-real-time data monitoring, reporting, and analysis will directly inform procurement decisions and allow for more accurate demand planning. The results will speak for themselves:
· Inventory reduction;
· Increased stock turns;
· Reduced storage costs; and
· A more efficient distribution process, all resulting in considerable savings over the life of the contract.”
Other places that the supply chain is lean is at unit levels or service levels. Stock held within units are all controlled by the demand for the current role fir that the unit is in or the current engagement at the time. All this equipment is held on an entitlement schedule and is managed by Inventory management and equipment support systems. With such Inventory systems in place there is a good flow of stock rotation with the use of shelf life registers, re-order levels are set so equipment is only demanded when needed keeping the safety stock to a minimum which in turn saves cost I inefficient warehouse operations. The system allows you the visibility of stock and trends so that forecasting can be made for inventory instead of demanding loads of buffer stock.
5. AN AGILE SUPPLY CHAIN
With the current Inventory systems and inventory stock held at units and MOD depots the defence supply chain can be also seen as being agile. With clear visibility from end to end of the supply chain and real time inventory levels the MOD supply chain is moving forward in agile practices. This can be explained by the day to day duties of a unit logistics specialist in the MOD as displayed in the actions below.
· 26 Field Squadron of the 32 Engineer Regiment wants to demand an item which is required but can’t wait for the system to reorder due to the level drop. With the Military Information System (MIS) Application of the Management of the Joint Deployed Inventory system the item can be searched to see where the stock is available within the Army, Airforce or Navy and even MOD supply Depots.
With such valuable information at hand the users or customers can take advantage of getting the stock closest to them whilst eliminating non-value adding activities and cutting out the supply chain lead times. 
Another practice of the agile supply chain that the MOD has adopted is the ability to keep personnel in the loop and informed of the lead times and availability of stock. When a demand is placed on the System you can then go to the Joint Demand Tracking system (JDTS) or Oliver to find out the availability of the items or when it may come back into stock.  
A well-played strategy and tactic from the defence supply chain is the identification of items using a NATO Stock Number (NSN) or what is known in the civilian world as Stock Keeping Units (SKU). This is a 13-digit number assigned to an item throughout its whole life cycle.  This benefits the customers as it is uniform in composition, supports the requirements of logistics management systems local and internationally. By the time the stock has arrived at the customers warehouse there is no need to assign a new NSN or SKU to the product which allows faster product turnaround times and wastage of effort or man power working smart nor harder.
6. CONCLUSION
In conclusion we presented both the Lean and Agile supply chain practices that are used by the Ministry of Defence Supply Chain. It can be concluded that the MOD is stuck between the two practices. I conclude that over the years and looking towards the future of defence logistics the MOD has adopted the Lean supply chain principle ahead of the Agile.  The supply chain has proven some of the key attributes of lean, i.e:
· Smother operations
· Lower stock Levels
· Greater inventory Turns
· Elimination of waste by help of out sourcing Defence Logistics
· Cost Saving methods without interfering with the integrity or quality of the products it offers
· A better flow of information, services and products to its customers
· Better forecasting of stock from inventory management systems, using trends and future planning against current and future commitments.
 The MOD remains flexible to the urgent operation requirements due to the changing scene of warfare across the globe and has an inventory of stock if the need for this equipment arises as it needs to keep its Armed Forces ready to deploy at short notice. Most of this equipment can be demanded or loaned to units for training purposes. 
The processes that is now laid down at unit level also gives more meat to the lean decision where stock can be requested via a loan pool and in essence rented for a period of time which it is required for, alleviating the requirement for the stocking of inventory that is only required for a specific amount of time which can then be obsolete or not used for long periods of time.
Whilst staying focus and keeping the procurement of new products and services within the military system providing soldiers with the most up to date and advance technology and equipment regardless of their location around the world to help protect and defend the United Kingdom and its allies. 
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